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General Meeting of the 
Company 


N the financial statement and the Directors’ 

report the important figures relating to the 
year’s business have been given. I wish to make 
some further comments upon the Company’s 
activities and to enlarge upon the figures 
referred to in the reports. 


New Business for the year was $35,169,802, 
representing an increase of $507,269 over the 
previous year’s amount. It is very gratifying 
to note that the substantial improvement in 
new business which was made in the two pre- 
ceding years has been more than maintained. 
The new business figures include the amounts 
of policies revived and increased, and embrace 
not only assurances but also deferred annuity 
policies, although the amount of the latter is a 
smaller proportion of the total than has recently 
been the case. During the year the Dominion 
Government Insurance Department made cer- 
tain changes in the definition of new business, 
and under these changed definitions new policies 
are no longer included in the total unless the 
Company has received settlement and assumed 
its contractual risk. This change in basis was 
made by the Company as of September 1, 1936, 
and the new business figures, therefore, include 
policies issued prior to that date and policies 
effected subsequently on the new basis. 


Total Business in effect at the end of the year 
reached the sum of $211,194,004. This amount 
includes both assurances and deferred annui- 
ties, and is computed in accordance with the 
changed definitions for business in effect. On 
this basis the increase for the year was $11,- 
136,306, or over 514% of the amount in effect 
at the end of 1935, as computed on the same 
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basis. From preliminary figures which have 
been obtained, it is probable that the increase 
in total business will compare very favourably 
with that of the life companies generally, and 
this result is an indication of the regard in 


which the Company is held by both its old and 
new policyholders. 


Total Income for the year was $11,210,773, 
being an increase of $849,623, or over 8%. 
Premium income, which forms the principal 
part of this total, increased to $7,978,205 from 
$6,840,874. It is significant that substantial 
increases were registered in renewal premiums 
as well as in first year and single premiums. 
Investment income stood at $2,298,985. This 
amount is somewhat below that of the previous 


year, but the decrease is more than accounted 


for by the fact that a change was made in the 
method of collecting interest on policy loans. 
Prior to last year the Company charged interest 
in advance on its ordinary policy loans, but 
during the year a change in basis was made 
whereby interest is collected at the end of each 
premium period. As a result of this change 
practically no interest was payable in cash on 
ordinary policy loans during 1936. It will be 
noted that this change in method is reflected 
in the balance sheet, in that interest paid in 
advance is substantially lower while accrued 
interest has increased materially. 


Payments under policies amounted to $4,- 
967,180 during the year, or a decrease of $219,- 
691 as compared with the amount for the 
previous year. The chief cause of this reduc- 
tion was the fact that the Company has been 
subjected to a much smaller demand in connec- 
tion with surrendered policies. Dividends dis- 
bursed to policyholders were also somewhat less 
than in 1935, although the dividends allotted 
during the year have increased. The reason 
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for this trend is that a larger proportion of 
the Companys business is on an annual basis, 
and also that a smaller number of policyholders 
are changing from five year and deferred divi- 
dends to annual dividends. The amounts paid 
in death claims increased to $1,302,409 from 
$1,118,857 in 1935. While death losses have 
increased, it should be pointed out that the 
experience of the two previous years was very 
favourable, and it was mot expected that it 
would continue on that level. 


Expenses have again been held to a smaller 
rate of increase than that of the increase in 
premiums, and for this reason the Company”s 
expense rates show a further reduction. It is 
important to note that the policy of permitting 
expenses to increase at a lower rate than that 
of the Company’s business generally is perhaps 
the most orderly and satisfactory method of 
arriving at a lower net cost to the policyholder. 


Total Reserves held in respect of assurance 
and annuity contracts are now nearly $45,000,- 
000. No change has been made in the Com- 
pany?s conservative basis of calculation, which 
provides reserves substantially in excess of the 
minimum standard permitted by the Dominion 
Insurance Act. 


Assets— The Company”s assets now amount 
to nearly $55,000,000 showing an increase dur- 
ing the year of about $4,000,000. The invested 
assets show the following distribution, which 
is indicative of the high degree of diversifica- 


tion: 


Government and Government Guaranteed 
Bonds 26.8%; Municipal Bonds 16.4%; Cor- 
poration Bonds 11.4%; Preferred Stocks 2.5%; 
Institutional Stocks 2.1%; and other stocks 
1.5%; Policy Loans 14.9%; Mortgages on City 
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Properties 16.5%; on Farm Properties 2.5 Yo 5 
Agreements for Sale of Real Estate 1.1%; Head 
Office Building 1.6%; Other Real Estate 1.7 7; 
and Cash 1%. 


During the year a substantial increase 
occurred in the Company’s holding of govern- 
ment, municipal and corporation bonds, while 
the amount invested in mortgages has remained 
relatively steady. It is gratifying to note that 
the amount of policy loans has reduced, now 
amounting to 14.9% of the invested assets 
compared with 16.6% in 1935 and the peak 
of 19.2% in 1933. 


In past years the Company has never taken 
into surplus the excess of the market values 
of investments over book values, even when 
this amounted to a very large sum. On the 
other hand, provision has been made for capital 
losses and for market value depreciation during 
the years 1932 to 1935, through writing down 
securities by a total of $3,310,407. At the 
present time, bonds and stocks show a market 
value of $2,635,000 in excess of book values, 
and Dominion government values taken at 
October 31st market prices show a market 
appreciation of $2,351,000 over book values. 
Consistent with the Company’s past practice 
this margin has not been taken into surplus. 


Special Reserves and Surplus Funds— The 
amount held in the Investment Reserve has 
been increased to $1,100,000 to provide for 
contingencies in connection with the various 
classes of assets. Under current conditions it 
is thought to be more advisable to provide a 
substantial investment reserve, in preference to 
the policy of making further write-downs in 
assets. Provision for dividends payable in 1937 
remains at practically the same amount as a 
year ago, the very slight decline reflecting the 
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gradual increase in the proportion of business 
on an annual dividend basis. This same trend 
has caused a further decline in the amount 
otherwise provided for dividends. The free 
surplus figure shows a substantial improvement 
over that of a year ago, and the total surplus 
funds have also increased. 


The free surplus, together with the excess of 
market value over book value of securities and 
the investment reserve, constitutes a total pro- 
vision for contingencies of five and ome quarter 
million dollars. This margin, in conjunction 
with the provision of over $2,900,000 for 
policyholders’ dividends, is an effective assur- 
ance of continued stability and liberality in the 
scale of profits granted to policyholders. 


General —It is perhaps not too optimistic to 
say that with the passing of 1936 we have seen 
the end of the period of capital losses and 
capital write-downs. This is in the main due 
to a decided improvement in general business 
but the improvement in market values has also 
been affected by the lowering in interest rates 
obtainable on prime securities. There has prob- 
ably never been a period similar to that through 
which we have been passing when those en- 
trusted in the investment of funds have had to 
give so much concern not only to the conserva- 
tion of the assets which are on hand, but also 
to the investment of new monies. 


Dealing with the conservation of assets, it 
has been necessary to maintain constant vigil- 
ance and by careful analysis to determine 
intrinsic values as compared with market 
values. At times the outlook was far from 
assuring, market values in many cases were 
lower than liquidation values. Some securities 
had to be liquidated, other securities believed 
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to be basically sound were held and now in 
many cases have regained a major portion of 
their former values. 


Aside from the bonds and stocks, there has 
been and still is a large problem in the conserva- 
tion of mortgage assets. The decline of values 
and personal incomes served to freeze many 
good loans and the usual corrective channels 
were closed through moratorium and other 
legislation. Where foreclosure was effected, 
the problem of sale or of placing the property 
on a revenue producing basis has necessitated 
a great deal of aggressive management and 
supervision. 


In certain districts where the Company had 
mortgage investments such as in Detroit, the 
recovery in values has been highly gratifying. 
It is very satisfactory to note that the real 
estate which has been sold in Detroit has actu- 
ally shown a profit not only over the book value 
as shown in the Company’s accounts, but over 
the full indebtedness before the write-down 
which the Company had provided. 


The situation in Western Canada unfortun- 
ately is not as reassuring as elsewhere. The 
three Western Provinces have been the victims 
of a series of drought conditions which has 
lessened to a very considerable degree their 
ability to pay. The losses which the life in- 
surance companies and other financial institu- 
tions have suffered in the Prairie Provinces have 
been very substantial. It may be said that 
some of the concessions that have been offered 
to borrowers should have been made before. 
Nevertheless, it must be borne in mind that 
in so far as we are trustees for others, we can- 
not play Santa Claus with impunity and we 
must in so far as we are able to do so, preserve 
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inviolate the funds which have been entrusted 
to us not only for safekeeping, but for im- 
provement, 


As Financial Institutions we are not insens- 
ible to the great contribution that the Western 
Provinces have made to Canada as a whole. To 
the extent to which there may have been over 
optimism in the development of that country, 
the East must share a measure of responsibility. 
It is not true, however, as many try to rep- 
resent that Eastern capital forced itself upon 
the West like a persistent suitor upon a coy 
and hesitant maiden. The Western maiden was 
indeed neither coy nor hesitant; she welcomed 
her suitor with open arms and almost volup- 
tuous embrace. But if the Western maiden was 
not coy, the Eastern suitor was not retiring. 
For better or for worse, the East and West 
were joined together. For years the union was 
a happy and productive one. The marital rela- 
tions may be strained, but we are far from the 
divorce court yet. We do not believe that the 
East has been harsh or unsympathetic and we 
know that it has been compelled to endure the 
opprobrium and contumely of vociferous 
suitors whose intentions we suspect have been 
to bring about separation and at the same time 
share in the alimony that would go with it. 


In the Provinces of Saskatchewan and Mani- 
toba, concessions have voluntarily been made 
by the lending institutions which should goa 
long way to solve the difficulties of the Western 
farmer. It is undoubtedly true that similar con- 
cessions would have been made in Alberta had 
that Province not resorted to confiscatory and 
what is believed to be unconstitutional legisla- 


tion. 


So much has already been said about the 
Alberta situation that it is hardly necessary to 
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refer to it here, but our policyholders are en- 
titled to some statement as to the effect on the 
affairs of their Company. 


First, however, let us say that we have no 
intention of offering any opinion upon the 
merits or demerits of Social Credit. We may 
think it foolish for anyone to believe that he 
can make himself more prosperous by taking 
out money from one of his pockets and putting 
it im another. But we have quite a different 
word for the person who aims to become 
wealthy by taking money from the pocket of 
an entirely different person and putting it in 
his own. 


We have no brief for the financial institu- 
tions as a whole. They are probably not all 
saints and they are certainly not all rapacious 
bandits. The fact is as has been so often 
repeated that the assets of the financial institu- 
tions are preponderantly owned by the mass of 
the people and not by the few shareholders and 
to an insignificant extent only by the persons 
employed to manage these institutions. It is 
egregiously untrue that the wealth of this 
country or of any other country is owned or 
controlled by ten or fifty or one hundred men. 
The Directors of our institutions may have 
many sins to answer for, but from my limited 
experience, I have found them to be respectable 
and representative citizens, withal benign and 
kindly, and with a good deal more than their 
share of the decent impulses that the Good Lord 
has given to humanity. In our own Company, 
of course, the Directors are of a still higher 
calibre, and that fact I submit quite seriously 
is worth calling attention to. 


But to revert to the Alberta situation, I said 
that it was not our concern if Alberta out of 
her own resources should decide to pay Social 


Credit dividends. But was it an unrelated step 
when through legislation she repudiated to such 
an important extent her outside obligations. 
Suppose we forget good faith and sanctity of 
contracts and all these shibboleths of by-gone 
days. Suppose we even go so far as to admit 
that it has become semi-respectable as well as 
profitable mot to pay what you owe. What 
becomes of our whole business structure? What 
becomes of our policyholders? The whole rate 
structure of a life insurance company is 
predicated on earning a certain rate of interest 
and with each premium collected we do in fact 
pay an interest dividend because if no interest 
were earned, the premium would be demon- 
strably higher. Thus, a whole life non-parti- 
cipating premium at age thirty-five amounts 
to $20.55 by assuming a 314% rate of interest, 
but at a 0% rate it would amount to $33.72. 


It is fortunate in our own case that in 
Alberta the proportion of our assets to policy 
liabilities is relatively small. In the case of 
some other companies the reverse is true. 
Nevertheless, regardless of the spread between 
assets and liabilities, it would be interesting to 
learn whether those who initiated the legisla- 
tion there had any conception of what might 
happen to Albertan policyholders if other pro- 
vinces should pass legislation designed to 
protect their policyholders against the very 
losses which the Albertan legislation was in- 
tended to produce. There can be no doubt but 
that similar legislation if passed by other pro- 
vinces would disrupt Confederation and reduce 
our great country to weak and struggling 
dependencies. Is any province and more par- 
ticularly one which finds itself in great need 
of help prepared to face the consequences of 
such isolation? 
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The reductions which have been affected in 
Saskatchewan through negotiation in which 
the loan companies have written off approxí- 
mately seventy-five million dollars of back 
interest in an effort to co-operate with their 
borrowers is ample evidence that compromise 
can be effective. The people of Saskatchewan 
have dealt honourably with their obligations. 
Much the same sort of compromise is now going 
on in the Province of Manitoba and it is 
expected that those in this Province who 
through no fault of their own are unable to 
carry on their present debt obligations, will 
with honour be able to effect a compromise in 
order to bring their obligations within their 
ability to pay. 


Dealing with the second problem, that of in- 
vestment of new monies, we have been faced, 
increasingly so in the last two years, with the 
problem of obtaining desirable investments at 
what we regard as adequate interest rates. The 
situation has arisen where interest rates par- 
ticularly on Government and Municipal bonds 
are very considerably lower than the rate neces- 
sary to maintain the reserves. There is, of 
course, the backlog of investments already 
made upon which we are able to rely, but 
should the present levels prevail for some con- 
siderable time, this backlog would in time dis- 
appear. The future trend of interest rates is 
of very great importance to Life Insurance 
Companies in that their ability to meet their 
obligations is dependent in part upon the earn- 
ing of an adequate rate of interest upon their 
assets. 


The cheap money policy which has been fol- 
lowed by all Governments in the world during 
the past few years has been successful in serv- 
ing to reduce very considerably the carrying 
charges upon the immense debts which have 
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been built up by all Governments. 1 think no 
one would quarrel with the idea of trying to 
keep the country solvent. It is necessary to be 
solvent, though it is a question whether this 
solvency should be achieved by the artifice of 
cheap money and not by the time-proven 
medium of general economy and expanding 
revenue. Nor must we overlook the effect of 
a continuous and prolonged effort to cheapen 
money upon individuals who would like to save 
and upon institutions which are the custodians 
of savings. They perhaps deserve no pinnacle 
of greatness, but likewise it should not be 
necessary, in order to help the debtor, to remove 
the very props which supported us in the past 
in our national progress. May we not, in all 
humility, pray that the day will soon come 
when the much harried creditor will be able to 
come out of his hole and for a short time at 
least bask in the sunshine of public favor. 
To-day banks and insurance companies and 
other financial institutions are being forced to 
buy bonds at prices that are extremely and 
abnormally high and if there should be a return 
of interest rates to a higher level, some loss 
will be experienced in the lowered principal 
value of these bonds. Financial institutions, 
therefore, are being faced with the serious ques- 
tions that are an outgrowth of easy money and 
in our anxiety to make the debtor solvent by 
reducing the cost of money to him, we are now 
putting the creditor in a position where he is 
threatened with some future test of his sol- 
vency as an outgrowth of this very same policy. 
While we may give credit to our Government 
and Central Bank for the course they have 
pursued in regulating the price of money, we 
may very well raise the question as to whether 
the interest of the country as a whole may not 
be served from now on by allowing the interest 
rate to take its own normal course. 
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We have often had discussions on ways and 
means of coping with bull markets, whether 
in stocks or real estate or commodities. The 
principal bull market in the last two or three 
years has undoubtedly been in the bond market. 
Those who have given thought to this matter 
believe that bond prices are now at their peak 
and that the future will see a decline in them. 
When that decline will occur is not easy to 
predict, but there are indications at least that 
the present bond prices can not be maintained 
over a considerable period of time. 


I cannot close this review of the Company’s 
business and matters which are closely germane 
to it without referring particularly to the 
splendid work done by our Field Force in the 
past year. To the Officers of our Agency 
Department, to our Branch and District 
Managers and to the splendid body of men and 
women who represent us wherever the Com- 
pany does business, we owe a deep debt of 
gratitude. The progress of the Company is due 
in no small measure to their loyalty and to 
their intelligent and energetic work. 


January, 1937. 
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